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NECESSITY. ) ASSOCIATION TO STAFF

) REPORT

The Montezuma Estates Property Owners’ Association, by its undersigned counsel, responds
to the Staff Report filed with the Arizona Corporation Commission on June 24, 2004.

1. Qualify of service. The commission may reasonably be assured that the water company’s

customers will continue to receive service that is equal to or better than that previously provided by
the volunteers of the homeowners’ association. Patricia Arias, a principal of the Montezuma Rimrock
Water Company [MRW(C], is familiar with all phases of the water company’s operation. Ms. Arias
has worked as an independent contractor for the company for approximately two years. She has read
meters, invoiced customers and assisted with troubleshooting of leaks and malfunctions of the system.

As an owner of the company, Ms. Arias would have a stake in the success of the operation.
She understands that financial stability and growth of the water company are directly related to her
effectiveness in providing prompt, courteous and quality service to the customers. Having been

intimately involved in the day-to-day operations of the water company, Ms. Arias’ continued



oversight of the business as an owner would mean continuity of the personnel who run the business
and serve the customers.

2. Qualifications of Patricia Arias. Ms. Arias’ familiarity with the water company,
education and employment history reflect an ability to oversee the water company in a manner that
would assure quality service to its customers. Details concerning Ms. Arias’ education and
employment history which demonstrate her ability to succeed as an owner are provided herewith.

In her report dated June 30, 2004, Ms. Arias has summarized her education and professional
experience and that of her colleague, Gregory S. Olsen. Ms. Arias has detailed her approach to
compliance with the Maximum Contaminate Level for arsenic and other compliance issues raised by
staff. Applicant incorporate herein by reference Ms. Arias’ report.

3. Privatization of the water company is in the best interests of the customers. In recent

years, the burden of management of the water company has fallen on uncompensated volunteers. For
approximately six years, Peter Sanchez has managed the operation, responding to emergency calls,
and handling the day to day tasks which include reading meters, invoicing customers, oversight of
finances, hiring of contractors for repairs and so forth. Mr. Sanchez has invested considerable time,
energy and resources on a consistent basis without charge to the owners’ association or the water
company.

The community of customers has come to rely on Mr. Sanchez, perhaps taking for granted his
sacrificial efforts. Mr. Sanchez has reached a point in life when he is entitled to the rest which comes
with the retirement he has earned. The commission should not assume the continued smooth
operation of the water company or Mr. Sanchez’ willingness to oversee it. Neither should the
commission assume that another volunteer with the commitment and work ethic of Mr. Sanchez is

ready or willing to take on the onerous responsibilities of managing the water company. Mr. Sanchez



has attempted, throughout the course of his tenure in leadership of the owners’ association, to get
help from other interested owners and customers. His attempts have been fruitless.

4. Conclusion. The benefits of privatization of the water company speak to the need for
approval of the proposed sale. To continue the status quo would mean that the responsibility and
burden of management would continue to fall on uncompensated volunteers. Along with the status
quo would come the uncertainty that volunteer oversight may or may not continue to be available.
Patricia Arias is intimately familiar with the operation of the water company, has the ability, education
and experience to effectively manage the business.

DATED this _L( day of July, 2004.
LAW OFFICE OF DOUGLAS C. FITZPATRICK
N _
anzd
Douglas C. Fitzpatrick
Attorney for applicant

BY

ORIGINAL plus 13 copies

of the foregoing with attachments
hand-delivered this 1* day of
July, 2004, to:

Arizona Corporation Commission
Legal Division

1200 West Washington Street
Phoenix, Arizona 85007



COPY of the foregoing mailed
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Montezuma Rimrock Water Company LLC
P.O. Box 10
Rimrock, AZ 86335

June 30, 2004

Douglas Fitzpatrick
49 Bell Rock Plaza, Suite A
Sedona, Arizona 86351

Re: Docket Nos W-02064A-04-0270 & W-04254A-04-0270

Dear Mr. Fitzpatrick:

On June 26, 2004, Montezuma Rimrock Water Company, LLC (MRWC) received a copy
of the Arizona Corporation Commission (ACC) Staff Report regarding the
recommendation for the sale of assets and transter of its Certificate of Convenience and

Necessity (“CC&N”) to MRWC. Attached is MRWC’s response to the ACC staff report
recommendation.

.02
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Owner/Operator Qualifications

The ACC Staff report did not challenge the technical capability of MRWC to operate the
water system. However, we believe its important to point out that the Montezuma
Rimrock Water Company LLC, is staffed by professionals degreed in the earth sciences
and experienced not only in utilities, but water sciences.

Patricia D. Arias — B.S. Geology-Arizona State University. Ms. Arias has managed
Montezuma Estates Water Company tor two years and has experience in water treatment,
water distribution, and wastewater. Current ADEQ certifications: Grade 3 Water
Treatment, Grade 3 Wastewater Treatment, Grade 2 Water Distribution, Grade 2
Wastewater Collections. Currently studying for the Grade 3 Water Distribution
certification.

Gregory S. Olsen ~- B.S. Environmental Earth Science-Eastern Connecticut State
University, 1988. Mr. Olsen has 15 years of professional experience in surface water and
groundwater issues including, water supply, wastewater, and water pollution
assessment/prevention, Mr. Olsen is a Sr. Hydrologist in Hydrologic Support and

Assessment Section of the ADEQ. He is currently studying for the Grade 2 Water
Distribution certification,

Infrastructure contractors who are currently working for the existing water company are
also available to work for MRWC.

Financial Capability

The staff report questions the financial capability of MRWC to operate the system on the
basis of revenue currently generated. Essentally, the report makes this case on the basis

that monthly operating income of 3373 is not sufficient to offset the estimated $1161 in
monthly debt servicing of the purchase loan.

Some of the information in the staff report concerning financing is inaccurate. The report
states that 100% of the purchase will be financed. However, MRWC intends to finance
the purchase of the MEPOA water system through a pre-approved bank loan of $80,000,

with an additional $20,000 from personal funds. A personal financial statement is
attached.

On page 2 of the ACC staff report states, *.. .there are refunds due con the meter and
service line installations which will continue to be refunded under the same terms by

MRWC. This is inaccurate. MEPOA is responsible for and will distribute meter and
service line installation refunds upon sale of the water company.

Upon transfer of the Company, no income trom usage revenue is anticipated for the first
45 days of operation. These initial start-up operational costs (approximately $12,000) will
be covered by personal funds.
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For the last six years the Montezuma Estates Property Owners Association water system
has been able to support itself through usage and new service connection revenues 'fzqd .
currently have no liens or outstanding bank loans. The Montezuma Estates subdivision is
developing at a rate of 15 to 25 new connections per year. This growth rate supports the
continued viability of the water company.

The MEPOA is operated as a non-profit entity. As such, it is not necessarily managed to
maximize operational efficiencies.

According to Decision No. 65199, the Association was granted an approval for a
$10,000.00 line of credit. This decision was based on the information provided that the
distribution system was in need of extensive repair. It also states that **... the cash
required for capital additions and improvements exceeded cash flow.” Water loss reports
supported this. Implementation of a gate valve replacement program was initiated in order
to correct the problem. Seventy-four gate valves are located within the distribution
system. A total of sixty gate vales were replaced in 2003. Twenty 6” gate valves were
replaced at a cost of $360.00 each, totaling $7,200.00. Forty 47 gates valves were
replaced at a cost of $260.00 each, totaling $10,400.00. Labor costs for each gave valve,
along with needed line replacement, averaged $800.00 per gate valve. Costs, including
parts, for sixty gate vales totaled $65,600.00. Between January 2003 and December
2003, the gate valve replacement program produced a 75% water loss reduction.

Compliance with the new MCL for Arsenic

MRWC is fully aware of the new Maximum Contaminate Level (MCL) for arsenic of 10
ug/L, which is scheduled for implementation in January 2006. Further, MRW(C

acknowledges that water pumped from the existing water supply wells will not meet the
new standard.

MRWC’s is committed to bringing the water system into compliance with the new MCL
on schedule. This commitment was recently demonstrated when representatives of
MRWC were one of only two water systems to attend the May 20, 2004 Arizona
Corporation Commission Arsenic Master Plan Workshop held in Prescott. MRWC is
proactively researching the best treatment option for system to implement, and will report
to the ACC’s Utilities Division Director as ordered in Decision No. 64665 by March 25,
2005.

As the ACC staff report indicates, the ADEQ Arsenic Master Plan estimates that
$257,000 in initial capitol funding would be needed to build a central treatment plant, plus
an additional $32,000 in annual operations and maintenance. The staff report indicates
that consumer rates may need to be raised $40 per month to support an arsenic reduction
plant. However, as was discussed at the Master Plan Workshop, there may be less costly,
but effective treatment options. Alternatives currently under consideration by MRWC
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include;

- Point of Use Treatment (POU)) - The ADEQ has indicated that POU treatment
with in-home Reverse Osmosis (RO) filtration is a viable option for smaller water
systems. On the basis of information from ADEQ and Watts Premier, Inc., a POU
treatment approach would have capitol costs of approximately $38,000 plus
$15,000 in annual operations and maintenance costs. This information also
suggests the monthly costs to consumers for arsenic reduction could be
approximately $15 per month for the POU treatment option. These costs for POU
treatment are significantly less than the central treatment plant option.

- New Source Development - Because of expanding development in the area and
subsequent new service connections, MRWC will likely be seeking new water
sources in the future. MRWC is researching arsenic levels in area wells and may
consider development of new sources with potentially lower arsenic
concentrations.

Regardless of the technology selected, the treatment project can be financed through
several mechanisms:

- Water Infrastructure Finance Authority (WIFA) Loan
- ACC Arsenic surcharge
- ACC Rate charge

The ACC Staff report correctly states that the water system will have to make
expenditures to treat for arsenic. However, the staff report fails to acknowledge that
financing, surcharges, and rate changes are available to cover these expenses. Within 60
days of transfer of the water company, MRWC will propose its arsenic treatment plan to
ADEQ, and apply for financing and rate changes as suggested by ACC.

Compliance

In order to address the arsenic and lead concerns addressed by ACC, ADEQ was
contacted. When asked what deficiencies or violations outstanding by MEPOA, MRWC
received the attached Drinking Water System Inventory (DWSI) on 6/29/04. Violations
had occurred but were addressed as noted on pages 3 and 4 of DWSI. Poeid #002, due to
exceedance of MCL for arsenic, is no longer in use. It has been replaced by a new well
which is currently undergoing construction and will be in operation once source approval

has been granted. This new well has been tested for arsenic and falls below the current
MCL for arsenic.



JUN-Z20-2804 11:138 AaM TATRICIA ARIAS

52Z8TSISET P.
Personal Financial Statement |
Name: Patricia D. Arias ~
Residence: . Windrose Dr.
City, State, Zip Peoria, Az, 85381
Environmental Health
Position/Occupation [Specialist 1|
Business Arizona Department of
Name/Employer Environmental Quality
Business Address: 11110 W. Washington
City, State, Zip: Phoenix, AZ 85007 |
Residence Phone: _ %
Social Security #:
Date of Birth: 9-261 |
What | Own Value ho 1 Owe Balance Due [Payment
Credit Cards & Dept. ‘
Cash: $20,000 |Stores: |
U.S. Treasury |
Money Fund $47,500 [Bank One $6,000 $150.00
Autos: MBNA America $500 $50.00
Amounts Owed to
Year/Make. Banks & Others:
1998/Chevrolet
G-Van $12,000 Student Loan $21,000 $257.00
1980/MGB Midget $5,000
1997/Arctic Fox RV $7,000 Mortgage on Resider] $133,000 $1,373.00
Real Estate: -
Primary Residence $285,000
Rental/Investment
Property $40,000
\Total of All Assets $376,500.00 [Total Liabilities: $160,50C.00 $1,830.00
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SDWRO002 Arizona ..umt.wn:.m:. Of Environmental Quality
Drinking water System Inventory

PWS Id 13071 MONTEZUMA ESTATES PROPERT of
County YAVAPAI

. . ; " Service Maj Conc SysBeg
City/Area Served Active/ Serv Pri  Population . Meter
nactive Type serv Connections Srce iInd
RIMROCK A co Ri 225 130 9 G V] 06/01/1977
Deact Date Deact NxtSchd Owner Name Address CityiState/Zip
Reas Insp Date
03/15/1980 MONTEZUMA ESTATES PRCPO BOX 582 RIM ROCK, AZ 86335
Ownrtype Region District Docket No Regulateby  General Information
A NRO 16 U-2064 B
Cmnt# Comments Physical Description
2 SITE CONTACT: RAYMOND JENSEN 567-4803
3 WATER TESTS RECIEVED ON 03/15/90 FOR OLD WELL #2 AS REQUIRED
4 LEGAL OWNER: MANTEZUMA ESTATES PROFPERTY OWNER'S
5 ASSCCIATION, AZ ARIZONA CORPORATION, AS OWNER AND OFPERATOR
6 OF PWS 13-071 MONTEZUMA ESTATES PRCPERTY ONWER'S WATER
7 SYSTEM, LOCATED NEAR THE TOWN OF RIM ROCK, IN YAVAPAI COUNTY
8 ARIZONA.
9 LEGAL/DAY TO DAY CONTACT: ROBIN MATTEO PRESIDENT
10 520-567-1285 AND ARTHUR GUENTHER, BOARD MEMBER, 520-634-2787
11 (NMK 11/20/2000.)
Surv Date “w.».” Rpt Date Viol Date Insp Indefc  Defieciency Short description Comments
08/14/2003 1 08/28/2003 HKH oLD1 ORIGINAL EVALUATION OF 1 FOR ENTIRE
INSPECTION
04/06/1998 3 04/16/1998 sec OL.D3 ORIGINAL EVALUATION OF 3 FOR ENTIRE
INSPECTION
08/12/1996 1 08/26/1996 JPJ OLDA1 ORIGINAL EVALUATION OF 1 FOR ENTIRE
INSPECTION

06/29,2004
03:35:04 PM

Season Beg Season End

Phone
928-284-9087

Initial Monitor Year
010171098

MAP
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SDWR002

09/02/1993 2
02/09/1993 1

03/15/1990 3

02/23/1982

Dwr Num
55-621604

Vulnerable

09/30/1993

02/09/1993

03/21/1980

01/01/1901

Localname

Voc Vc Edb Comments

N N N

Dwr Num
55-621605
Vuinerable

Localiname

WELL

Voc Ve Edb Comments

N N N

Poeid POE Type

001 W
002 w
Oper # Name

Poe Beg

01/01/1995

01/04/1995

Arizona department Of Environmental Quality

Drinking water System Inventory

ORIGINAL EVALUATION OF 2 FOR ENTIRE

06/29/2004
03:35:04 PM

gef oLD2
INSPECTION
his OLD1  ORIGINAL EVALUATION OF 1 FOR ENTIRE
INSPECTION
his OLD3  ORIGINAL EVALUATION OF 3 FOR ENTIRE  OVERALL EVALUATION BEFQORE ITEMIZED DEFICIENCIES WE!
INSPECTION KEYED
his OLD?  ORIGINAL EVALUATION OF 2 FOR ENTIRE ~ OVERALL EVALUATION BEFCRE ITEMIZED DEFICIENCIES WE!
INSPECTION KEYED
Ground Water Well Information
Wel) Beg Stat Slong Quad Twp Rng Sec @1 Q2 Q3 y5 g Swdept
343900.623 1114610.065 A 15 05 36 o0 P
Welf End date
Pit Src
Well Beg Slat Slong Quad Twp Rng Sec Q1 Q2 Q@3 5 Ay Swdept
343918243 1114613.636 A 15 05 36 00 P
Well End date
Point Of Entry & Source Information
Poe End tnit Monitor Date Src TSrc d Sefler Id
01/01/1995 W 55621604 13071
01/01/1995 W 55621605 13071

Certified O

rator Information

City/State/Zip

water  Treatment
Phone Grade Expire Ot
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SDWR002

Arizona department Of Environmental Quality
Drinking water System Inventory

06/29/2004
03:35:04 PM

Plant information
PID Plant Name Address City/State/Zip Phone
00 MONTEZUMA ESTATES PROP OWNERS ATTN: BOB hHC B4, BOX 215 RIMROCK, AZ 86335 RIMROCK
Plant begin *Avg Production *Max Production *Design Capacity *Emergency Capacity *Storage Capacity * GallDay
061011977 0 0 50000 0
Treatment Types
Untreat Y Plant 1D: ﬁllgoq
Carbon Dioxide: N _ Ctrt Sys Technology: N Disinfection Filtration
pH Adjustment: N Coagulant Add: N Cblorine Gas: @I Bio Active:
Pk Twr Aeration: N Flocculation: N Hypochlorite Liquid: N Granular Media:
Air Stripping: N Sedimentation: _m,_ Hypochlorite Solid: w : Pressure:
Corvosion Ctrt: “ Upflow Clarif: .ﬂ Chloramine (NH4CL): F Gravity Sand:
Taste & Odor: N Fluoride Removat: N Chlerine Dioxide: N Membrane: N |
Fe/Mn Removal: Twl Fiuoridation: N Ozone: WH -
lon Ex Soften: W«] Activated Alumina: _W_||. Ultraviolet: mﬂ
Chem Precip Soft: N Blending Plan: N Ammonia: §—
Res. Waste Stream: Other Treatment: zmzll b
Enforcement Actions
Sysid11 13071 EHl 1 Cmp Ofc SJW Priority 2 EpaCas N Create Date 08/14/1992
Actv Typ Actv Name Assgn Date Cmpl Date
SFJ ST FORMAL NOV {SSUED. 08/27/1990 08/27/1990
Sysid11 13071 Edl 2 Cmp Ofc SC Priority EpaCas N Create Date 04/28/1998
ActvTyp ~ ActyName AssgnDate _ CmplDate
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Arizona department Of Environmentai Quality

SDWR002 Drinking water System Inventory
Sysid11 13071 EH! 2 Cmp Ofc SC Priority EpaCas N Create Date 04/28/1998
Actv Typ Actv Name Assgn Date Cmpl Date
SNF ST FIELD SERVICES NOV ISSUED 0411611998 06/16/1998
Sysid11 13071 Euy 3 Cmp Ofc EPA Priority EpaCas Y Create Date 06/13/2000
Actv Typ Actv Name Assgn Date Cmpl Date
gL FEDFAOISSUED. 05/23/2000 07/15/2000

06/29/2004
03:35-04 PM



